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The 2017 General Election reaffirmed cross-party support for the UK’s 
commitment to spend 0.7% of our national income on foreign aid. In this 
context, it is imperative that we maintain public and political support for the 
commitment by working together to demonstrate and improve the way the 
UK’s aid budget delivers impact for beneficiaries and value for the British 
taxpayer.

A number of recent reviews, including DFID’s Supplier Review and the 
International Development Select Committee inquiry into DFID’s use of 
contractors, have expressed concern about the transparency of costs and fees 
included in bids for UK aid-funded programmes, ethical standards, diversity in 
DFID’s supply chain and sub-contractor management. 

Given the aid and development sector can be complex, we have produced 
this short guide to present and clarify some these issues.  

In providing this information we seek not only to answer key questions the 
public has about private sector contractors but also to explore the value these 
companies deliver to government, showcase the diversity of their work and 
identify areas where we can work together in greater collaboration to improve 
impact, value for money and accountability in UK aid spend. 

UK aid
UK aid delivers life-saving 
and transformative assistance 
around the world. 

In 2016, the UK 
aid budget was 
£13,348m 
0.7% of UK’s gross 
national income.

UK aid is spent through 
multilateral organisations, 
like the UN or World Bank, 
or delivered directly by 
country governments, NGOs, 
academic institutions or private 
companies. The UK government 
decides which delivery channel 
will best achieve its objectives.

Social protection for 
the poorest families...

The Kenya Hunger Safety Net 
Programme (HSNP) supports approximately 
100,000 of the poorest households across four 
counties in arid Northern Kenya. It provides 
families with cash transfers every two months 
which are used for items like staple foods, 
settling debts with local shop keepers, clothing, 
household items, school fees, and livestock (goats, 
sheep). By registering households and equipping 
them with bank accounts, HSNP has created 
an infrastructure that allows any government or 
donor to deliver cash transfer payments, either on 
a regular or emergency basis. Today, as Kenya is 
experiencing its worst drought in living memory, 
HSNP has scaled up to provide additional 
transfers to around 70,000 additional households 
each month for the past six months, well ahead of 
most other emergency assistance. 

Implementing partner: DAI 

63.9%36.1%

74% 26%
was spent by 
the Department 
for International 
Development (DFID) 
£9,874 million

   was spent by 
other departments 
including FCO, 
BEIS, and  
Home Office
£3,474 million

How is this spent? 

was spent bilaterally 
£8,532 million

was spent 
through core 
contributions 
to multilateral 
organisations 
£4,816 million
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UK aid and its 
implementing 
partners
Who are DFID’s contractors? 

DFID contractors deliver and manage programmes on behalf 
of the UK government. They extend the government’s technical 
and management capacity and are able to mobilise specialist 
teams to deliver results in some of the most challenging parts of 
the world. 

Any organisation can compete for DFID contracts including UN 
agencies, NGOs, academic institutions and private companies. 

In 2015-16, the 10 organisations that won the 
most work through DFID by total contract value 

included seven companies, two NGOs and the 
British Council. 

A substantial amount of the work won by these organisations 
is often delivered in partnership or subcontracted to smaller 
organisations and local companies and NGOs in-country.
Typically 30-60%, but as much as 90%, of a 
contract value is subcontracted, predominantly to 
SMEs and local companies and NGOs.* 

*This varies depending on the type of programme.

Why does DFID choose to contract? 

DFID’s use of contractors enables the Department to:
• extend its technical and management capability
• keep its overhead costs low
• respond quickly and efficiently to crises 
• reach those most in need in some of the most difficult parts 

of the world 
Contractors assume the risk of delivering programmes in challenging 
environments, take on duty of care responsibilities for staff and often 
pre-finance programmes with confidence that they can deliver at or 
above the standard required by the UK government.

DFID staff is involved in every stage of the contract process 
from design of the programme through to implementation and 
monitoring and evaluation, giving DFID control over each project to 
ensure targeted impact.

What type of projects do   
contractors deliver? 

Contractors deliver and manage a diverse range of projects and 
programmes on behalf of the UK government – everything from large-
scale health and education programmes to economic development, 
infrastructure, governance, justice and security sector reform 
programmes as well as community empowerment programmes. 

Contractors also help design programmes, provide technical 
advisory and evaluation support to DFID and country governments 
and manage funds on DFID’s behalf – disbursing grants to local 
partners and civil society organisations.

Why does DFID use private    
sector contractors? 

DFID is required to select the best value provider to give the best 
outcome for the taxpayer. 

Contractors are selected on the basis of track record, cost and 
technical ability. 

Private sector contractors often compete for contracts against 
NGOs and are judged to be the best equipped to deliver UK 
government objectives and best value.

Private sector contractors are directly responsive to the requirements 
of UK government. They provide core technical and programme 
management capabilities that the UK government needs to deliver 
its life saving and transformational programmes.  

Education and skills training to 
help economies grow…

The Skills for Employment programme (JOBA) 
will improve access to quality, affordable and relevant 
skills training and employment services for young people, 
especially women, in Mozambique. Through partnerships 
between technical and vocational education and training 
providers, employers in the private sector, job centres and 
the Mozambican government, JOBA will provide technical 
training to 2000 learners, a quarter of whom will be 
women, and vocational or entrepreneurial training to 3000 
learners, half of whom will be adolescent girls or women. 
JOBA supports the Mozambican Government’s aim to get 
young people into sustainable employment, raise incomes 
and reduce gender inequality, and will help transform 
Mozambique’s high levels of growth into higher incomes 
and improved prosperity for all. 

The programme also features an employment fund to 
increase the volume and quality of training places for the 
most disadvantaged and hard-to-reach groups and supports 
the establishment of a trade association of training providers.

Implementing partner: Mott MacDonald

13%

How much of DFID’s budget is 
delivered through contractors? 

In 2015-16 
DFID spent 
approximately 
13% of its 
budget through 
contractors.



Getting girls back into school…

Of Ghana’s over 450,000 out-of-school children, a 
disproportionate number of them are girls. In the Northern 
regions, girls only get four years of education, three years less 
than the national average. Ghana is tackling this discrepancy 
through a programme called Complementary Basic Education 
(CBE). This programme is developing the basic maths and 
language skills of over 200,000 children who had dropped out 
of, or never attended, school; half of these children are girls. 

CBE classes are taught in 12 local languages in facilities 
provided by the local community. Over nine months 
students have the chance to learn the skills they would 
have acquired in school, and to develop further. So far, 
an astounding 87% of graduates have gone on to formal 
schooling - half of those girls. 

Implementing partner: Crown Agents

The Business Finance for the Poor (BFP-B) programme 
aims to increase access to formal financial services to over 
88,000 MSEs in Bangladesh, and leverage over £34 million 
of additional finance to these businesses. 

BANGLADESH

The Somaliland Development Fund is supporting the 
Government of Somaliland deliver essential basic services 
and become more accountable to its citizens.

SOMALILAND

The Palestinian Market Development Programme has assisted 
more than 600 businesses, created more than 2,400 jobs 
and helped develop or enhance 480 products in Palestine 
by providing matching grants, identifying root causes for 
underperformance and market failures, supporting foreign 
and local investment, and linking the private sector with 
diaspora investment, knowledge, and technology transfer.

PALESTINE

GEMS 4 has created more than 9,000 full-time equivalent 
jobs in Nigeria’s wholesale and retail markets and has 
created policy change to give users access to improved 
mobile transaction services.

NIGERIA

Transformative infrastructure…

Since 1999, the Rural Access Programme (RAP) has 
built 1,000 kilometres and maintains 2,000 kilometres of 
roads connecting Nepal’s poor rural communities to income-
generating opportunities, healthcare and education. RAP’s 
economic development component, CONNECT, 
aims to boost the economy in the remote areas of Nepal by 
making roads work for the poor.

To date, CONNECT has benefited 2,285 families. It has helped 
2,185 subsistence farmers, the majority of whom are women, 
to access credit cheaply and shift to commercial agriculture. 
Through CONNECT collaborations 282 women have been 
appointed to leadership roles within their communities as 

mobilisers of commercial farmer groups. CONNECT has 
secured £296,881 in loans for micro, small and medium sized 
enterprises and delivered an investment leverage of £388,357, 
which is equivalent to raising £2 from the private sector 
for every £1 of UK aid invested. As a result of work to link 
partners with national retailers and international importers, 
demand for partner products has increased significantly. 

CONNECT also works with partners to promote jobs of 
women, youth entrepreneurship and long-term strategic 
planning advisory work to rural businesses. 

Implementing partner: IMC Worldwide
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COST AND PROFITS 

The cost of contractors is 
controlled by a competitive 
tendering process. DFID pays 
close attention to costs, which 
are fully disclosed in every 
bid. They reflect the technical 
skills and risk required to 
deliver a programme. Fee 
rates are benchmarked 
against previous bids and 
other international donors.  

Profit margins for private sector 
contractors delivering UK aid 
are low compared to other 
government contractors.

Contractors delivering UK aid 
are socially-motivated and 
mission-driven rather than 
solely motivated by profit. Profit 
enables these companies to 
reinvest in their capacity to 
deliver development impact, 
and despite relatively low 
profit margins, DFID continues 
to attract a number of highly 
competitive bids. 

Addressing 
the Concerns
Concerns

A number of concerns have been raised about DFID’s use of private sector 
contractors including the level of contractor costs and profits, ethical standards, the 
large share of contracts won by a small number of large suppliers, and the small 
proportion of contracts won by organisations based in developing countries.

COMPETITION 

Is the market competitive enough? 

Due to the demanding 
and specialised nature of 
development work, the 
number of organisations 
winning contracts with donor 
governments around the world 
tends to be concentrated.

DFID contracts require technical 
specialism, professional 
management skills, track record 
of work in risky and challenging 
environments, alignment with 
government development 
objectives and the expectation 
of lower profit levels than in the 
commercial sector. 

To address some of DFID’s 
more ambitious development 
objectives and the complex 
programmes designed to tackle 
them, a degree of scale is 
necessary. Despite this there 
should always be room for new 
entrants. Many small companies 
get their start as subcontractors 
in larger team projects and 
should be encouraged to grow. 

In 2015-16,  
52% of private 
sector contractor 
work was won 
by the top 13 
firms. In the 
same year, 
DFID also used 
1,182 non-key 
suppliers, the 
majority of 
which were 
contracted 
locally in 
developing 
country 
partners.

How can we improve competition and 
ensure DFID is getting the best quality bids? 

DFID is actively seeking to diversify its supply chain and encourage 
more small and niche firms to bid for contracts. 

This can be achieved by: 
• Streamlining and simplifying the contracting process
• Ensuring clear contractual terms
• Increasing access to information to all suppliers
• Ensuring DFID has the capacity to manage and oversee 

contracts
• Regular consultation with suppliers to better understand 

challenges to delivering their work

TRANSPARENCY

DFID is the one of the most transparent international donors and 
requires high standards from its suppliers: 

• DFID’s Contractual Terms and Conditions and codes of conduct 
set out a number of requirements for contractors 

• Programmes undergo regular internal and external reviews 
including Annual Reviews 

• Contractor expenditure data is published according to 
International Aid Transparency Initiative (IATI) standards

• Companies that are part of DFID’s Key Supplier Management 
Programme also undergo 6 monthly reviews

• DFID’s work and individual programmes are regularly 
reviewed by the International Development Select Committee 
(IDC) and Independent Commission on Aid Impact (ICAI) 

• Contract and evaluations details are published on DevTracker 
• Audited company information is available on Companies House
• DFID is increasingly using open book accounting principles 

in its contracts which gives DFID full view of cost and allows 
suppliers to fully recover costs and make a fair return. 

The drive for greater transparency of costs, fees and commercial 
returns is welcome. It must also have clear purpose that contributes 
to improving development outcomes and helping DFID reach its 
wider objectives. 

Towards greater impact, value for money 
and accountability…

DFID’s private sector contractors are open to working with DFID and 
all government departments delivering UK aid to continually improve 
development outcomes, drive value for money for the UK taxpayer, 
share ideas and best practice, and support SMEs in the sector. 

Clear guidelines which take into account past performance, open 
data and access to information will enhance competition within the 
sector by leveling the playing field and enhancing value and impact.

Learning and knowledge sharing…

The Violence Against Women 
and Girls (VAWG) Helpdesk 
is a global research and advice 
service for DFID and all other UK 
Government departments. The 
Helpdesk provides high-quality 
research and technical expertise on 
the design, implementation, review 
and evaluation of VAWG programmes 
across a range of areas. To date, over 
100 queries have been undertaken for 
DFID country offices globally including 
Tanzania, Ghana, Afghanistan, 
Rwanda, DCR, OPT, Zimbabwe 
and Malawi. Across Whitehall, 
the Helpdesk has responded to 
queries from the Stabilisation Unit, 
Government Equalities Office and the 
Foreign and Commonwealth Office 

(FCO). This service has been used 
to inform strategy and policy at UK 
Government level. It also produces 
publically available Guidance Notes 
and Evidence Digests on best practice 
in VAWG programming and policy 
engagement. These are circulated 
widely to DFID’s Community of Practice 
(100+ UK staff working on VAWG 
policy and programming), with over 
2,000 unique views recorded for 
each Digest. The Helpdesk has met a 
demand for evidence and practical 
advice on programming for VAWG, 
thus promoting the scaling up of their 
work on VAWG.

Implementing Partner:  
Social Development Direct

Profit margins 

0-5%
development contractors

14-20%
accounting firms 

8-13%
defense contractors

6-7%
other contractors
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Security and justice reform…

The Aitebaar programme, which ran from 2012-
2016, gave more than 560,000 people in Pakistan’s 
Khyber Pakhtunkhwa (KP) province access to better 
security and justice services. It worked with citizens and 
government to improve service delivery, to change attitudes 
and to increase citizens’ responsibility for community 
security and justice. Of the people who benefitted from the 
programme 47% of those were women.

Aitebaar trained more than 1,200 police officers (including 
146 women) and established seven model police stations, 
which provide services for thousands of people in the 
province. Each station features a specialised ‘women’s desk’, 
staffed by female police officers, designed to give women 
both the privacy and the confidence to seek the help. As a 
result of these desks, the reporting of complaints by women in 

2016 was 160% higher than before they were set up in 2013. 

Aitebaar also used communications to raise awareness 
of security and justice issues, reaching nearly 49,000 
people via radio, television, newspapers and events. The 
programme was successful in raising the number of women 
who applied for police jobs from 50 to more than 250 
women one year later in 2014. Aitebaar has strengthened 
community dispute resolution mechanisms and trained 
community mediators, resolving more than a thousand 
disputes in this manner. It also established Community 
Police Forums across KP, greatly improving dialogue 
between police and the public on improving security, 
reaching over 3,000 people from over 135 meetings.  

Implementing Partner: Coffey 

Supporting grassroots campaigns for change…

The Girl Generation provides a global platform 
for galvanising, catalysing and amplifying the Africa-led 
movement to end Female Genital Mutilation (FGM). The 
programme seeks to inspire organisations and individuals, 
especially youth, across the most affected countries in Africa 
and beyond, to end FGM in one generation.

The programme connects and supports activists – including its 
625 member organisations – across countries and continents. 
Together, their voices are stronger in urging communities, leaders 
and governments to commit to change, and to increase resources 
that will help sustain and scale up efforts to end FGM.

Through its associated End FGM Grants Programme, funded 
by the Human Dignity Foundation, The Girl Generation 

has raised additional funds to support over 100 grassroots 
organisations in Kenya, Nigeria and The Gambia – resulting 
in public demonstrations of support for the abandonment of 
FGM, and enhanced commitments to end FGM from local 
institutions and leaders.

Through its social change communications training, The Girl 
Generation has inspired activists and the media to transform 
the way they communicate to end FGM, by promoting 
sensitive, locally-led conversations. This has resulted in more 
effective engagement with thousands of communities affected 
by FGM.

Implementing partner: Options Consultancy 
Services Ltd 

Support to small and micro enterprises here and abroad…

The Food and Retail Industry Challenge Fund 
(FRICH), which ran from 2009 to 2014 supported 25 
projects that aimed to reduce poverty through improved 
incomes for rural poor in Africa by maintaining and 
increasing market access for food exports produced by 
African small scale farmers and employment generating 
export industries. FRICH built evidence that trade is an 
effective way of reducing poverty and that the poor would 
thus benefit from being part of supply chains that connect 
them to European food markets. One project supported 

Barfoots, a British vegetable grower, to become an “all year 
round” farming business by supporting the production of 
sweet potatoes for the UK and EU markets from Senegal. This 
project alone has generated around 3,000 jobs in one of the 
most poverty stricken areas in Senegal. As a result of these 
new jobs created, income of local population has increased 
significantly and social infrastructure has been built through 
the increased domestic tax collections.

Implementing partner: Nathan Associates

Delivery of essential health services…

Nigeria has the highest number of maternal and child deaths 
in sub-Saharan Africa. The Maternal, Newborn and 
Child Health programme (MNCH2) is improving 
access to and delivery of maternal, newborn, and child 
health as well as of routine immunisations. It is working 
with community organisations, local and state governments, 
health practitioners and others in six states in Northern 
Nigeria.  

MNCH2 has contributed to major improvements in health: 

over 600,000 births have been assisted by skilled personnel, 
nearly two million pregnant women have made at least four 
antenatal care visits, over 250,000 new-borns or mothers 
have received care within 24 hours of delivery by a skilled 
health care provider, over 2,750,000 children under the 
age of one have been fully immunised against vaccine-
preventable diseases and nearly 850,000 people have 
accepted modern family planning methods.

Implementing partner: Palladium




